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THE CULTURAL SIGNIFICANCE OF ACCOUNTSTHE PHILOSOPHY OF DR SCOTT
Abstract: DR Scott was an economist, historian, philosopher, and accountant.
Most of all he was a scholar who merged some of the most up-to-date ideas of the
1920s into his book The Cultural Significance of Accounts. He concluded that our
culture was in a time of relative turmoil because the market was no longer the
primary controlling force within our institutions. Accounting as the vehicle of the
scientific method would replace the market as the synthesis of institutions which
make up our culture.

Evidence suggests that the outcome foretold by DR Scott
in 1931—that American society would witness the use of
Accounting as a principal means of political and economic
control—seems to have come to pass in the contemporary
"Bottom-Line" culture of the 1970s.1
The purpose of this article is to explain how DR Scotta reached
the conclusion quoted above. DR Scott can fairly be described as
an economist, historian, philosopher, and accountant. Most of all
he was a scholar who brought together knowledge from all those
disciplines and merged them into a new view of accounting. The
discussion which follows is a synopsis of his most important contribution, The Cultural Significance of Accounts. In reading the
following, one must remember the ideas were expressed during
the late 1920s. The reader should not expect revelations from the
following because Scott, by his own statement, was only suggesting a way of thinking about accounting.
Scott joined the faculty of the newly established College of Commerce at the University of Missouri in 1914 as an Assistant Professor of Economics. By 1920 he had been promoted through the
ranks to Professor of Economics. In 1930 his title changed to Professor of Accounting and Statistics and he was appointed Chaira
Typists and copy editors always have problems with the fact that Mr. and Mrs.
Scott named their son DR, spelled with two capital letters not separated by puncuation or blanks.
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man of that newly formed department. He continued as chairman
until 1940 and as professor until his death in 1954. During his career
he published many articles on accounting subjects and matters
relating to higher education. A bibliography of Scott's writing appears at the end of this paper. He was an active member of both
the American Accounting Association and the American Association of University Professors.
Readers of The Cultural Significance of Accounts will note a
marked likeness to the writings of Thorstein Veblen. Scott acknowledges in the preface that Veblen is the source of the "viewpoint"
expressed in the book. Scott's contact with Veblen was through
their mutual close friend, H. J. Davenport. Davenport had been
Veblen's student at the University of Chicago, and as Chairman of
the Department of Economics at the University of Missouri had
hired Veblen.
Veblen's biographer, Joseph Dorfman, suggests that he was aloof
from most of the faculty during his six years at Missouri.2 However, he was very close to Davenport; in fact, he lived with Davenport and his family for some time. Scott's close relationship with
Davenport and his acknowledgement of both in The Cultural Significance of Accounts are evidence enough that he had close contact
with the thoughts of Veblen. We need only compare the complete
title of Veblen's most important work, Theory of the Leisure Class:
An Economic Study of the Evolution of Institutions, with the content
of The Cultural Significance of Accounts to see the connection.
The literature of "Scientific Management," much of which is
attributed to Frederick Taylor, was very influential on Scott's ideas.
A Chapter of The Cultural Significance of Accounts relates the
scientific management movement to our culture and accounting.
In fact, the basis of Scott's theory is a merger of the ideas of Taylor
and Veblen.
Institutions
Scott has been described as an Institutionalise As such, his ideas
regarding accounting were based on the assumption that a culture
is made up of many interrelated institutions. These institutions were
held together to form a culture by the sharing of a common philosophical viewpoint. When that philosophical viewpoint becomes
outmoded by changes in the environment, a period of cultural
changes occurs.
Scott demonstrated that cultural institutions change over time,
not in a constant, even flow of evolution but through periods of
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relative stability followed by a period of change. During periods of
stability, a society (culture) is in relative harmony with its environment. As the environment changes, existing abstractions and
theories are slow to adjust. His view, from the prospective of the
1920s, was that we were in a time of change. The nature of the
change was that the market was declining in influence and was
being replaced by a dependence upon accounts. This dependence
upon accounts would be recognized at some future time, but the
present (1920s) was a period of conflict between theory and the
environment.
Consistent with his view that cultural institutions evolve he
believed accounting as it was then known was also changing. Accounting was becoming a theory which encompassed both bookkeeping and certain scientific techniques. Essentially this meant
accounting was an integral part of the emerging scientific approach.
Decline of Market Control
Scott argued that the accepted economic theory of the market
resolving conflicts of supply and demand was a theory unmatched
to the realities of his time or the future as he viewed it. In his view,
the market theory was probably correct when applied to the period
beginning about two centuries prior to the beginning of the Industrial
Revolution. That time was characterized by its individualistic pursuit of profits and lack of large scale business and professional
management.
With the growing importance of large scale industry came the
need for professional management. Competition led to instability
in prices and profits. Capitalistic monopolies were formed to combat the fluctuations and spelled the beginning of the end for the
individualistic type of market control. Simultaneously labor began
to organize in protest to the treatment it had received under the
competitive individualistic system.
Because the market is only one thread in our complex cultural
fabric, Scott saw its decline in relevance as disrupting many other
institutions.
In a broad sense the market is part of the machinery of
government just as the principles which underlie the theory
of market control are part of the prevailing system of law.
Economic, political, governmental, legal and other institutions serving to effect adjustment of human interests,
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develop out of a single process and together they constitute a coordinated unit.3
Changes in the economic realities of the western world spelled
the beginning of the end for the market as primary controller. Unfortunately, but not unexpectedly, economic theory and law did not
adjust to the changes. "In the eyes of the law and theoretical economics, the market still stands as the central, supreme economic
authority. But it stands thus without the loyal support of a large
majority of those who are subject to this faltering control." 4
Scientific

Management

During the period of individualistic competition when the market
was the most significant controlling force within our culture, accounting served only a simple bookkeeping function. As industries
and businesses grew, more professional management was required.
These professional managers had to rely on accounting for more
and more of the information necessary to manage their businesses.
As accounting increased in importance for management, it rapidly
evolved into a body of knowledge far surpassing basic bookkeeping. Scott felt strongly that statistical methods were becoming an
integral and fundamental part of accounting. "[Accounting theory]
has become, or is rapidly becoming, a theoretical summary of the
application of statistical methods to programs of public and private
economic administration." 5
Scott's meaning for the term "statistics" is somewhat different
from its common usage today. In his context the term is analogous
to present-day cost accounting and data processing responsibilities.6 Many of Scott's ideas were based on the emerging scientific
management literature. The impact of those theories on cost accounting during the period has been pointed out by Eldon Hendriksen:
. . .of the more important influences on cost accounting
during the first two decades of the 20th century were the
work of the so-called "scientific management" engineers.
. . . The greatest impact on management and cost accounting did not come until after Taylor's death in 1915.7
Scott seems to use the phrases scientific management, scientific
method and the objective point of view interchangeably throughout
his book.
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Control by Commissions
Application of scientific management techniques was fundamental
not only to management of business but also to the commissions
and agencies which, in Scott's opinion, were to play an ever growing role in our society. "Opposing economic and social groups
hold to radically different beliefs and do not recognize common
allegiance to one fundamental authority. An essential contention in
the present discussion is, however, that present opposing groups
do share a common, though unrecognized, allegiance in their faith
in the scientific or objective point of view." 8 Note in the foregoing
quotation Scott writes that the opposing groups have an "unrecognized allegiance" in adopting the objective point of view. This does
not imply that any of these institutions would disavow the relevancy
of that philosophy. Rather that in general they were using it while
believing that the market was the most important controlling factor
in our culture. The period of "social readjustment" or conflict would
continue until the various institutions were reconciled because of
their application of the objective point of view.
The following paragraph is Scott's presentation of evidence to
support his contention that the market is no longer in control and
the application of scientific management using accounting data
was becoming dominant.
When the market has failed to regulate certain economic
activities effectively, the government has stepped in to assume direct responsibility for them. This change has been
of very great importance in the development of an independent status of accounts. In their early history, regulating commissions were somewhat at sea. They could not
turn to the market for the market had failed to meet the
situation. They owed their existence to its failure. When
they turned to the law they found it assuming an adjustment of economic interests according to the principles
of a competitive regime. As a result, instead of dependence
upon the market or upon law, regulating commissions
turned to accounts and accounting principles for guidance
and support. 9
Scott does not tell us specifically which examples of regulatory
commissions were "at sea" or when the law had failed a commission. However, the relationship between railroads and the Interstate
Commerce Commission during the 1920s was probably the most
important influence. The turmoil to which he refers is not the stock
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market crash of 1929. In spite of the fact that The Cultural Significance of Accounts was not published until 1931, it was written prior
to the crash.
There is some evidence that Scott's prediction that our economy
would be run by commissions using accounting and statistics as
their basis of control has come full circle at this time. Primary examples are the Interstate Commerce Commission with its current
deregulation of the trucking industry and the Civil Aeronautics
Board deregulation of airlines.
The Cultural Significance

of Accounts

Scott summarizes The Cultural Significance
following paragraph.

of Accounts in the

The prospect of an economic organization around accounts suggests that accounting theory should be expected to take the place of market theory. But institutions
and systems of theory do not come into existence full
grown. Accounting theory is not now a general theory of
economic organization. Hence the suggestion here referred
to can only be that accounts and accounting theory
promise to serve respectively as points of origin and organization for a reshaping of economic institutions and the
development of a system of theory running consistently or
primarily in objective terms.10
Accounts and accounting principles were the primary vehicle of
the objective point of view, and therefore the most important single
factor in resolving social conflict. However, true to the institutionalist theory, Scott does not let his theory rest on the previous arguments but states that the period of stability is only temporary. "It is
a commonplace observation upon cultural development that the
radical and subversive principles of one era become the cherished,
conservative dogmas of a following era." 11
The implications of the importance of accounting in the present
and future cultural period is that extreme care must be exercised in
the formulation of accounting principles. Scott did not clearly make
that point in The Cultural Significance of Accounts. In that book
he simply concluded with accounting as surpassing the market as
the unifying philosophy guiding our culture. It wasn't until later, in
an article on the subject of accounting principles published in The
Accounting Review, that he stated the connection between accounting principles and the cultural significance of accounts.
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That accounts will constitute a central feature of the system
of economic control in the future is a matter which is no
longer open to question. There is no cause for concern on
that score. The danger is rather that doctrinaire or halfbaked formulations of principles may be frozen into the
rigid requirements of law. And the surest way to bring
about the adoption of such half-baked principles is for
leadership in the accounting profession to take the position
that public accounting practice cannot be subordinated
to a system of accounting principles or theory. Somehow,
the positions of the doctrinaire theorist and the rugged
individualist who refuse to recognize the importance of
theory must both be avoided.12
One is led to wonder what Scott's opinion would be of the failure
of the Accounting Principles Board and the Financial Accounting
Standards Board to be much more than rule makers for the accounting profession. One would also wonder if Scott would write today
that the institution of accounting is standing on the quicksand of
an entirely changed environment.
Summary
After the first reading of The Cultural Significance of Accounts,
one is tempted to conclude that DR Scott had much in common with
the Oracle of Delphi, making statements that are sufficiently openended to be defined as true no matter which outcome of a forecast
event transpired. Actually, the book is a synthesis of the economic
theory of Thorstein Veblen, scientific management, fathered by
Frederick Taylor and accounting as observed by Scott. He stitches
these ideas together with evidence of their interrelationship in the
increasing control being exerted by commissions during the 1920s.
A thorough reading leads to an appreciation of the logic and
definitive nature of Scott's conclusions.
He argues persuasively that history demonstrates the evolution
of institutions and thus our culture is based on the interaction of
environmental and philosophical factors. He also argues that the
scientific or objective point of view is the emerging but as yet
unheralded unifying philosophy of the near-term of our culture.
Accounting, as the primary vehicle of the scientific method, would
replace the market as the synthesis of institutions and thus of our
culture.
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6
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9
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